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Purpose

To: Florida Public Service Commission

We have performed the procedures described later in this report to meet the objectives set
forth by the Division of Economics in its audit service request dated January 24, 2019. We have
applied these procedures to the attached summary exhibit and to several related schedules
prepared by Gulf Power Company in support of its 2018 filing for the Energy Conservation Cost
Recovery Clause in Docket No. 20190002-EG.

The report is intended only for internal Commission use.



Objectives and Procedures

General
Definition

Utility refers to the Gulf Power Company.
ECCR refers to the Energy Conservation Cost Recovery Clause.

Capital Investments

Utility Plant in Service

Objectives: The objectives were to verify the accuracy of the ECCR project-related plant
additions, retirements and adjustments for the period January 1, 2018, through December 31,
2018.

Procedure: We traced plant additions, retirements, and adjustments from the ECCR filing
Schedule CT-4 to source documents. We calculated total accumulated depreciation, property
taxes, and return on investment for the year. No exceptions were noted.

Revenue

Operating Revenues

Objectives: The objectives were to determine the actual Kilowatt Hours (KWH) sold for the
period January 1, 2018, through December 31, 2018, and whether the Utility applied the
Commission approved cost recovery factor to actual KWH sales.

Procedures: We reconciled the 2018 filing to the Utility’s monthly Environmental Revenue
Reports. We selected a sample of residential and commercial customers’ bills and recalculated
each to verify the use of the correct tariff rate. This work was performed jointly with the revenue
portions of the other clause audits of the Utility. The work product is contained in Docket No.
20190001-EI, Audit Control No. 2019-017-1-1. No exceptions were noted.

Expense

Operation and Maintenance Expense

Objectives: The objectives were to determine whether Operation and Maintenance (O&M)
Expense listed on the Utility’s Schedule CT-3 of the Utility’s ECCR filing were supported by
adequate documentation and that the expenses are appropriately recoverable through the ECCR.

Procedures: We traced expenses in the filing to the general ledger. We traced a sample of
O&M expenses to source documentation to ensure the expense was related to the ECCR and that



the expense were charged to the correct accounts. We verified that payroll was calculated
correctly and appropriately recoverable through the ECCR. We traced a sample of advertising
expenses to source documentation to ensure that the expenses complied with Rule 25-17.015(5),
Florida Administrative Code. We traced a sample of incentive expenses to source documentation
to ensure that the expenses were per Commission Order No. PSC-2015-0330-PAA-EG. No
exceptions were noted.

Other

Objectives: The objective was to verify the number of program participants reported in the
Utility’s Florida Energy Efficiency and Conservation Act (FEECA) filing.

Procedures: We verified the number of program participants reported in the Utility’s March 1,
2019 FEECA filing for Residential Energy Audit and Education Program, Community Energy
Saver Program, Residential Custom Incentive Program, HVAC Efficiency Improvement
Program, Residential Building Efficiency Program, Energy Select, Commercial/Industrial Audit,
Commercial HVAC Retrocommissioning Program, Commercial Building Efficiency Program,
and Commercial/Industrial Custom Incentive. We compared them to the program participants
noted in the 2018 true-up filing. See Finding 1.

Depreciation and Amortization

Objective: The objective was to verify that the most recent Commission approved depreciation
rates or amortization periods were used in calculating Depreciation Expense.

Procedures: We recalculated depreciation expense using Commission approved rates. We
traced total year depreciation expense for each capital project listed on the ECCR filing Schedule
CT-4 to the general ledger detail. No exceptions were noted.

True-up

Objective: The objective was to determine if the True-Up and Interest Provision as filed on
Schedule CT-3 was properly calculated.

Procedures: We traced the December 31, 2017, True-Up Provision to the Commission Order.
We recalculated the True-Up and Interest Provision amounts as of December 31, 2018, using the
Commission approved beginning balance as of December 31, 2017, the Financial Commercial
Paper rates, and the 2018 ECCR revenues and costs. See Finding 1.

Analytical Review

Objective: The objective was to perform an analytical review of the Utility’s ECCR Revenues
and Expenses to determine if there were any material changes or inconsistencies from the prior
year.

Procedures: We compared 2018 to 2017 revenues and expenses. The Utility had no significant
variances. Further follow-up was not required.



Audit Findings

Finding 1: True-Up and FEECA Filing

Audit Analysis: Audit staff found that the utility used an incorrect interest rate in calculating the
True-Up for 2018 which resulted in an understatement of interest of $8,645. The revised true-up
is an over-recovery of $2,402,796. The utility agrees and revised their filing on June 20, 2019 to
reflect this change.

Audit staff also found two variances between the Utility’s Florida Energy Efficiency and
Conservation Act (FEECA) filing and Schedule CT-6 of the filing. The first variance was in the
Residential Energy Audit and Education Program. The FEECA filing reported that this program
had 15,762 energy audits, however Schedule CT-6 of the Utility filing reported 15,102 energy
audits, which is a difference of 660. The utility agrees the FEECA report was correct and revised
their filing on June 20, 2019. The second variance was in the Residential Building Efficiency
Program (High Performance Windows). The FEECA filing reported that this program had 776
participants, however Schedule CT-6 of the Utility filing reported 232 participants, which is a
difference of 544. The utility agrees the FEECA report was correct and revised their filing on
June 20, 2019.

Effect on the General Ledger: Utility will determine the effect.

Effect on the Filing: The Utility submitted a revised filing on June 20, 2019 to reflect the
adjustment to the True-Up and the adjustments to the number of reported instances in the
programs.
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